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Medicare+Choice 



Summary 

Medicare has a long-standing history of offering its beneficiaries an alternative 
to the traditional fee-for- service program. Health Maintenance Organizations and 
other types of managed care plans have been allowed to participate in the Medicare 
program, beginning with private health plans contracts in the 1970s and the Medicare 
risk contract program in the 1980s. Then, in 1997, Congress passed the Balanced 
Budget Act of 1997 (BBA, P.L. 105-33), replacing the risk contract program with the 
Medicare+Choice (M+C) program. The M+C program established new rules for 
beneficiary and plan participation, along with a new payment methodology. In 
addition to controlling costs, the M+C program was also designed to expand private 
health plans to markets where access to managed care plans was limited or 
nonexistent and to offer new types of private health plans. The 106 th Congress 
enacted legislation to address some issues arising from the BBA changes. The 
Balanced Budget Refinement Act of 1999 (BBRA, P.L. 106-113) changed the M+C 
program in an effort make it easier for Medicare beneficiaries and plans to participate 
in the program. Further refinements to the M+C program were included in the 
Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act of 2000 
(BIPA, P.L. 106-554). The 107 th Congress made only minor changes to the M+C 
program and was not able to reach consensus on comprehensive modifications. The 
108 th Congress is considering major changes to the program. 

In 2003, Medicare+Choice plans were available to about 59% of the over 40 
million Medicare beneficiaries, and in March 2003 about 12% of them chose to 
enroll in one of the 146 (including two private-fee-for service plans) available 
Medicare+Choice plans. The rapid growth rate of Medicare managed care 
enrollment in the 1990s leveled off with the implementation of the M+C program, 
and in fact, there has been a continuous decline in enrollment since 1999 when 17% 
of beneficiaries were enrolled in M+C plans. 

In order to increase enrollment in Medicare managed care and to allow 
beneficiaries to better meet their health care needs, the M+C program offers a diverse 
assortment of managed care plans. However, achieving the goals of the M+C 
program has been difficult, in part because the goal to control Medicare spending 
which led to a slowdown in the rate of increase in payments to plans, may have 
dampened interest by managed care entities in developing new markets, adding plan 
options, and maintaining their current markets. 

The Congressional Budget Office (CBO) estimates that in 2003 Medicare will 
spend $35.9 billion for all Medicare group plans, (including M+C and other private 
Medicare arrangements, such as demonstrations). By 2013 the projected spending 
for Medicare group plans will increase to $46.9 billion. 

This report focuses on the recent trends in Medicare managed care, along with 
an overview of the M+C program. It will be updated as necessary to reflect 
significant changes made to the M+C program. For a more detailed analysis of M+C 
payments, see CRS Report RL30587, Medicare+Choice Payments. 
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Medicare+Choice 



Medicare has a long-standing history of offering its beneficiaries an alternative 
to the traditional fee-for-service program, in which a payment is made for each 
individual Medicare-covered service provided to a beneficiary. Beginning in the 
1970s, private health plans were allowed to contract with Medicare on a cost- 
reimbursement basis. In 1982, Medicare’s risk contract program was created, 
allowing private entities, mostly health maintenance organizations (HMOs), to 
contract with Medicare. In exchange for a preset monthly per capita payment from 
Medicare, private health plans agreed to furnish all Medicare-covered items and 
services to each enrollee. By 1997, 15 years after the start of the risk contract 
program, Medicare managed care covered more than 5 million people or about 14% 
of beneficiaries. 

Then, in 1997, Congress passed the Balanced Budget Act of 1997 (BBA, P.L. 

105- 33), replacing the risk contract program with the Medicare+Choice (M+C) 
program. The M+C program established new rules for beneficiary and plan 
participation, along with a new payment methodology. The M+C program was 
designed to expand the availability of health plans in markets where access to 
managed care plans was limited or nonexistent, and to offer new types of health plans 
in all areas. The M+C program has not been successful at expanding coverage, and 
the initial moderate growth through 1999, which increased M+C enrollment to about 
17% of beneficiaries, has since taken a downward turn. In March 2003 about 12% 
of the Medicare population (4. 7 million enrollees) remained in the M+C program, 
compared to the 14% of the Medicare population who were enrolled in Medicare 
managed care prior to the enactment of BBA. 

The 106 lh Congress enacted legislation in order to address some issues arising 
from the BBA changes. The Balanced Budget Refinement Act of 1999 (BBRA, P.L. 

106- 113) as well as the Medicare, Medicaid, and SCfflP Benefits and Improvement 
and Protection Act of 2000 (BIPA P.L. 106-554) amended the M+C program in an 
effort to increase reimbursement and to make it easier for Medicare beneficiaries and 
plans to participate in the program. 

The 107 th Congress passed The Public Health Security and Bioterrorism 
Preparedness and Response Act (P.L. 107-188) which included a few temporary 
changes to deadlines in the Medicare+Choice program. Additionally, the 107 lh 
Congress considered, but was not able to reach agreement on major legislative 
changes to the Medicare+Choice program. The House passed H.R. 4954 on June 28, 
2002, a bill that would have increased M+C payments in 2003 and 2004 and then in 
2005 would have created a new Medicare+Choice competition program and a 
demonstration program. Two bills were introduced in the Senate that would have 
also made major changes to the M+C program. S. 3018 (introduced by the Senators 
Baucus and Grassley et al.) contained similar provisions to H.R. 4954 to increase 
M+C payments 2003 and 2004. S. 2729 (introduced by Senator Grassley et al. - the 
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tripartisan bill) would have based payments in M+C on competitive bids by plans. 
Neither bill was passed by the Senate. The 108 lh Congress is considering similar 
options to revise the M+C program. 

This paper describes the current status of the M+C program, as amended, along 
with the rules and standards under which the program operates. Data for 1998 and 
preceding years covers the Medicare risk contract program and beginning in 1999, 
data covers the M+C program. 

Overview of the Medicare+Choice Program 

In order to increase enrollment in Medicare managed care, and to allow 
beneficiaries access to similar options available in the non-Medicare market for 
meeting their health care needs, the M+C program was created to offer a diverse 
assortment of managed care plans. M+C options include not only coordinated care 
plans, but also private fee-for-service plans, and, on a demonstration basis, a 
combination of a medical savings account (MSA) plan and contributions to an M+C 
MSA. Coordinated care plans are plans that provide a full range of services in 
exchange for a per capita payment, the most typical of which is the HMO. An HMO 
is a type of managed care plan primarily owned and operated by insurers that acts as 
both the insurer and the provider of health care services to an enrolled population. 
The BBA also allows for contracts with provider-sponsored organizations (PSOs), 
which are coordinated care plans owned and operated by providers, as well as 
preferred provider organizations (PPOs), which are groups of doctors and hospitals 
that contract with an insurer to offer their services on a fee-for-service basis at 
negotiated rates that are lower than those charged to non-enrollees. Unlike other 
managed care plans, PPOs do not traditionally have primary-care gatekeepers, who 
oversee health care services. 

Alternatively, a beneficiary may select a private fee-for-service (PFFS) plan, that 
covers enrollees through a private indemnity health insurance policy for which the 
Centers for Medicare and Medicaid Services (CMS) makes per capita payments to 
the insurer for each enrollee. The insurer then reimburses hospitals, doctors, and 
other providers at a rate determined by the plan on a fee-for-service basis without 
placing the providers at any additional financial risk. It also does not vary rates based 
on utilization. Enrollees may see any Medicare-approved provider who agrees to 
furnish services under the plan’s terms and conditions of payment. 

Finally, the demonstration MSA plans reimburse enrollees for their expenses for 
Medicare-covered services after a specified high deductible is met. The difference 
between the premium for the high-deductible plan and the applicable M+C per capita 
payment would be placed into an account for the beneficiary to use to meet medical 
expenses below the deductible. 

However, to date no Medicare beneficiary has enrolled in an MSA. Three PPOs 
serve 2,241 beneficiaries through the M+C program. PPOs are more widely available 
through a demonstration program, with 56,677 enrollees as of March 2003. On July 
1, 2000, a private fee-for-service (PFFS) plan, Sterling Life Insurance Company, 
became available to Medicare beneficiaries. Beginning January 2003, a second PFFS 
plan, Humana, Inc. also become available to Medicare beneficiaries. As of March 
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2003 there were 20,761 enrollees in the two PFFS plans throughout the country. 1 
Additionally, there are another 1,748 enrollees in a PFFS demonstration program. 

In addition to expanding options for Medicare managed care coverage, the BB A 
also substantially restructured the system for setting Medicare payment rates to 
private plans. Under the M+C program, the per capita rate for a payment area is set 
at the highest of three amounts. The new payment structure is designed to reduce the 
variation in payments across the country by increasing payments in areas with 
traditionally low payments and slowing the rate of growth in areas with higher 
payments. Although variations in payments have been somewhat reduced, 
substantial payment differentials remain nationwide. 

Initially, M+C payments were also adjusted for demographic risk factors, such 
as age, gender, and coverage by Medicaid to account for variations in health care 
costs. The BBA required the Secretary of Health and Human Services (HHS) to 
develop a method for risk adjusting payments to include health status, in order to 
account for a larger share of the variation in costs. The interim method established 
by the Secretary adjusted for health status based on diagnoses for prior year inpatient 
hospitalizations. Although phase-in of these health-based risk adjusters began in 
January 2000, the BBRA slowed down the Secretary’s planned phase-in schedule. 
Further refinements included in BIPA extended the current risk-adjustment 
methodology through 2003 and then, beginning in 2004, a new methodology based 
on disease grouping will be phased-in based on data from inpatient hospitals and 
ambulatory settings. This system will be fully phased in beginning in 2007. 

The BBRA and BIPA made several other revisions to the M+C program, raising 
M+C payments to plans and providing bonus payments for certain plans that enter 
areas where no other plan is in operation to encourage participation in rural areas. 
The BBRA moved the deadline for plans to submit their adjusted community rate 
(ACR) proposals from May 1 to July 1 of each year, and allowed plans to segment 
their service areas along county lines, in order to better match revenues to costs. 
Additional changes in BIPA permit M+C plans to offer reduced Medicare Part B 
premiums beginning in 2003 and revised payments for End Stage Renal Disease 
(ESRD) M+C enrollees. 

Current Status of the Medicare+Choice Program 

Achieving the goals of the M+C program has been difficult, in part because the 
goal to control Medicare spending may have dampened interest by managed care 
entities in developing new markets, adding plan options, and maintaining their 
current markets. This cautious behavior may partially be a reaction to a slowdown 
in the rate of increase for Medicare managed care payment, the initial slowdown in 
spending for Medicare traditional fee-for-service payments following the passage of 
the BBA, and the uncertainty about the future of the payments or organization of the 
M+C program. 



1 For a more detailed analysis of PFFS plans see CRS Report RL31 122, Medicare+Choice: 
Private Fee-for-Sendce Plans, by Paulette Morgan and Madeleine Smith. 
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Further, beneficiaries in rural areas still have limited access to managed care 
plans and enrollment growth has slowed or declined across all geographic areas. 
Beneficiaries have also been offered less generous benefit packages and fewer 
options for zero or low monthly M+C premiums. Obstacles relating to data 
collection and quality improvement requirements may make it more difficult for 
some plans to meet these requirements, therefore, further discouraging participation 
in the Medicare program. M+C plans have increasingly noted that in addition to 
concerns about payment amounts, the regulatory requirements are burdensome and 
make it difficult for them to participate in the program. 

As plans withdraw from the M+C program, some enrolled beneficiaries are 
forced to choose new M+C plans, while others are left without any access to 
Medicare managed care. They are forced to return to Medicare’s fee-for- service 
program. Even among those who still have an option to choose another plan, some 
beneficiaries have selected Medicare’s fee-for- service program because they are 
concerned that additional plan withdrawals could be disruptive to their health care 
coverage. 

In 2003, M+C plans are available to about 59% of the more than 40 million 
Medicare beneficiaries, and in March 2003 about 12% of all beneficiaries chose to 
enroll in one of the 146 (includes two PFFS plan) available M+C plans. The rapid 
growth rate of Medicare managed care enrollment in the 1990s leveled off and 
although enrollment initially increased moderately with the implementation of the 
M+C program, by March 2003 enrollment was two percentage points below pre-BB A 
enrollment. The Congressional Budget Office (CBO) projects that M+C enrollment 
will decline moderately through 2008, when it will reach about 9% of the Medicare 
population and then slowly decline to about 8% by 2013. CBO estimates that in 
2003 Medicare will spend $35.9 billion for all Medicare group plans, (including 
M+C and other private Medicare arrangements, such as demonstrations). By 2013 
the projected spending for Medicare group plans will increase to $46.9 billion. 

Enrollment is widely segmented across the country, however, with the majority 
of enrollees in just four states: California, New York, Florida, and Pennsylvania. 
Not surprisingly. Medicare beneficiaries in urban areas have greater access to plans. 
While 92% of beneficiaries in center cities have access to at least one plan, only 6% 
have access in the most rural areas. 
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Trends in M+C Availability and Enrollment 

Availability of Medicare Managed Care 

The M+C program began operation on January 1, 1999, 2 as authorized by the 
BBA. By March 2003, there were 146 M+C contracts with CMS under the M+C 
program. 3 Over time, the number of M+C contracts has fluctuated. From 1987 to 
the early 1 990s many risk plans terminated existing contracts, decreasing the number 
of available plans from 161 in 1987 to 93 in 1991. Then, the trend shifted as the 
number of Medicare risk plans began increasing in 1992, more than tripling from 110 
in 1993 to 346 in 1998. With the implementation of the M+C program in 1999, the 
downward cycle of availability began once again, as several M+C organizations 
withdrew from the Medicare program (or reduced the size of their service area). As 
shown in Figure 1 , these reductions have resulted in fewer providers of Medicare 
managed care under the M+C program than previously existed, dropping from a high 
of 346 plans in 1998 to 267 contracts in 2000 and then to 146 as of March 2003. 



2 Although most of the components of the M+C program were effective in 1999, the M+C 
payment structure was implemented in 1998. 

3 The BBA changed the designation of “plans”, beginning in 1999. The old definition of 
“plans” is now referred to as “contracts” and each contract may include several different 
“plans”. In Mar. 2003 there were about 442 plans available through 146 M+C contracts. 
For example, the M+C organization may offer one plan providing only the basic Medicare- 
covered benefits and other plans that also include optional supplemental benefits. 
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Figure 1. Number of Managed Care Plans/Contracts Participating in Medicare, 1987-2003 

number of plans 




1987 1989 1991 1993 1995 1997 1999 2001 2003 



Year 

Source: Prepared by the Congressional Research Service (CRS) based on December CMS Medicare Managed Care Contract (MMCC) Monthly Reports, 2003 data from March. 



Note: Medicare managed care plans include risk plans through 1998 and Medicare+Choice contracts beginning in 1999. 
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Medicare Managed Care Terminations 

Since the implementation of the M+C program, a substantial number of 
managed care organizations have either terminated contracts or reduced their service 
area, as shown in Table 1 . The contract terminations and service area reductions in 
January 1999 affected about 407,000 (6.5%) of the more than 6 million Medicare 
beneficiaries enrolled in managed care, leaving 51,000 (less than 1%) of all M+C 
enrollees without any access to M+C plans. About half of the beneficiaries who had 
access to other M+C plans chose a new plan, while the other half chose Medicare 
fee-for-service. In total, 372 counties were affected by the withdrawals or service 
area reductions and 72 counties lost access to Medicare managed care. Then in 
January 2000, additional contract terminations and service area reductions affected 

327.000 (5%) of M+C enrollees in 329 counties, some of whom had also been 
affected the previous year. This cycle of contract changes left 79,000 (1.3%) of all 
managed care enrollees in 105 counties without access to any other M+C plan. 

Prior to the passage of BIPA, CMS released information about contract 
terminations, effective January 2001. Those figures were expected to affect about 

934.000 M+C enrollees, leaving almost 159,000 of these enrollees with no access to 
Medicare managed care. After the passage of BIPA, M+C organizations were given 
an opportunity to reconsider their earlier decision and as a result four M+C 
organizations decided to return to the program. In total these organizations had 
provided serviced to approximately 13,000 beneficiaries in 2000, covering 11 
counties. In five counties, there were no other M+C plans offered. Despite the 
changes made to contract terminations after BIPA, this series of contract terminations 
affected more beneficiaries than the combined total for the previous 2 years. 
Nationwide, just two managed-care companies, AETNA and CIGNA, accounted for 
about half of the total number of beneficiaries affected by these withdrawals. 

For contract renewals effective on January 1, 2002, 36 plans reduced their 
service area and 22 did not renew their contract. This round of withdrawals affected 
more than 536,000 M+C enrollees, leaving about 38,000 without access to any M+C 
plan. For an additional 52,000 individuals, their only M+C option was the Sterling 
private-fee-for- service plan and they had no access to any other type of M+C plan, 
such as an HMO. For contract renewals effective January 2003, nine plans 
terminated their contracts, and 24 reduced their service area, affecting 215,000 
enrollees and leaving 29,000 with no M+C options. For 3,000 enrollees, their only 
option was a PFFS plan and for another 3,000 their only option was the PPO 
demonstration program. Plans withdrawing from the M+C program affect not only 
current M+C enrollees, but also affect both current Medicare fee-for-service 
beneficiaries and newly eligible Medicare beneficiaries who might choose to enroll 
in an available managed care plan. 
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Table 1. Medicare+Choice Contract Terminations 
and Service Area Reductions 





Effective 

January 

1999' 


Effective 
January 
2000 ' 


Pre-BIPA, 
Effective 
January 2001 


Effective 
January 
2002 ' 


Effective 

January 

2003' 


Terminations 


45 


41 


65 


22 


9 


Service area 
reductions 


54 


58 


53 


36 


24 


Number of 
enrollees before 
withdrawals 


6.056.000 


6,347,000 


6,242,000 


5,600,000 


4,939,000 


Total enrollees 
affected 


407,000 


327,000 


934,000 


536,000 


215,000 


Affected 
enrollees with 
no access to any 
plan 


51,000 


79,000 


159,000 


38,000 


29,000 


Affected 
enrollees with 
access limited to 
PFFS plan 


N/A 


N/A 


N/A 


52,000 


3,000 


Affected 
enrollees with 
access limited to 
Demonstration 
PPO plan 


N/A 


N/A 


N/A 


N/A 


3,000 



Source: Prepared by the Congressional Research Service (CRS) based on data from the CMS. 

Note: Enrollee counts rounded to the nearest thousand and enrollee count before January 2002 
withdrawals represents data from March 2003. 

Enrollment Trends for Medicare Managed Care 

While the number of plans/contracts participating in Medicare managed care has 
fluctuated over time, the percent of beneficiaries enrolled in Medicare managed care 
continued to increase until 1999. As shown in Figure 2, in 1990 only about 3% of 
Medicare beneficiaries were enrolled in the managed care program, but by 1998 this 
figure had increased significantly to 16% of Medicare beneficiaries, covering just 
over 6 million enrollees. Since the implementation of the M+C program, enrollment 
growth increased through 1999, but today has declined below the 1998 level; 
reaching almost 17% of beneficiaries in December 1999 (6.3 million enrollees), 
declining slightly to 16% (6.2 million enrollees) by December 2000, and to about 
12% (5.6 million enrollees) by March 2003. CBO projects that enrollment in M+C 
plans will reach about 9% of all beneficiaries by 2008 covering about 3.9 million 
enrollees. CBO projects that by 2013 M+C will have the same number of enrollees, 
3.9 million, however, because of the growth in the overall Medicare population, the 
percentage of enrollees in M+C will actually decline to about 8% of all Medicare 
beneficiaries. 
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Figure 2. Percent of Beneficiaries Enrolled in Medicare Managed Care Plans, Actual and Projected, 1990-2013 




Source: Prepared by CRS based on MedPAC Chart Book, October 1997, chapter 3. CMS, Medicare Medicare Managed Care Reports, December 1998, 1999, 
2000, 2001, 2002 and March 2003 and CBO March 2003 Baseline for projections for 2008 and 2013. 

Note: Medicare Managed Care Plans include risk plans through 1998 and Medicare+Choice plans beginning in 1999. 



2013 
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Enrollment in any individual plan is open only to those beneficiaries living in 
a specific service area. Plans define a service area as a set of counties and county 
parts, identified at the zip code level. 4 As a result, not all Medicare beneficiaries 
have access to an M+C plan. As of 2003, Medicare managed care was available in 
only 17% of counties (Table 2). However, while 83% of counties did not offer M+C 
plans in 2003, most Medicare beneficiaries had access to an M+C plan. This 
occurred because the population and plans are not distributed equally across counties, 
but rather they are concentrated in the more urban counties. In January 2003, only 
41 % of all Medicare beneficiaries lived in an area that had no access to an M+C plan 
(Table 3). Among the 59% of beneficiaries with access to the M+C program 40% 
had a choice of at least two plans; 30% had a choice of two to four plans and another 
10% had five or more plans available to them. By comparison, in December 1999, 
not only did more beneficiaries have access to an M+C plan, but they also had more 
choices. 



Table 2. Counties With and Without 
Medicare Managed Care Plans, 1997-2003 



Year 


Existing plans in county 


No existing plans in county 


Number of 
counties 


% 


Number of 
counties 


% 


1997 


740 


24% 


2,387 


76% 


1999 


896 


29% 


2,231 


71% 


2000 


1,095 


35% 


2,049 


65% 


2001 


636 


20% 


2,509 


80% 


2002 


575 


18% 


2,570 


82% 


2003 


549 


17% 


2,597 


83% 



Source: MedPAC computations based on CMS public data for 1997 and 1999; CRS analysis of CMS 
data for 2000-2003. 

Note: Does not include PFFS plans, demonstration plans, cost plans, or plans serving Puerto Rico. 
Medicare managed care plans include risk plans through 1998 and M+C plans beginning in 1999. 



4 M+C organizations can vary premiums, benefits, and cost-sharing across individuals 
enrolled in a plan, so long as these are uniform within segments of a service area. A 
segment is defined as one or more counties within the plan’s service area. 
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Table 3. Percent Distribution of Medicare Beneficiaries by 
Managed Care Plans Available in Their Area, 1995-2003 



Number of 
plans 
available 


June 

1995 


June 

1997 


December 

1999 


February 

2001 


February 

2002 


January 

2003 


None 


45% 


33% 


28% 


36% 


39% 


41% 


One 


16% 


9% 


11% 


12% 


18% 


19% 


Two to four 


26% 


24% 


27% 


37% 


33% 


30% 


Five or more 


14% 


34% 


34% 


14% 


10% 


10% 



Source: Prepared by CRS based on MedPAC Chart Book, July 1998, Chart 2-10, Mathematica 
analysis of CMS data for 1999, and CRS analysis of CMS data for 2001, 2002 and 2003. 

Note: Does not include private-fee-for service plans, demonstration or cost plans, or plans serving 
Puerto Rico. Medicare managed care plans include risk plans through 1998 and M+C plans beginning 
in 1999. Totals may not add, due to rounding. 

Enrollment Patterns in Urban and Rural Locations 

Patterns of M+C enrollment are not uniform across urban and rural locales, as 
shown in Figure 3. The geographic areas are defined as follows: 

1. Central urban - central counties of metropolitan areas of at least 1 million 
population; 

2. Other urban - either fringe counties of metropolitan areas of at least 1 
million population or counties of metropolitan areas up to 1 million 
population; 

3. Urban/rural fringe - urban population of at least 2,500 adjacent to a 
metropolitan area; 

4. Other rural- includes urban population of at least 2,500, not adjacent to a 
metropolitan area, and rural areas (defined as, places with a population 
of less than 2,500). 

Most M+C enrollees reside in central urban areas; about 69% of the M+C 
population as of 2003. However, a smaller proportion, only 39% of all Medicare 
beneficiaries reside in the central urban areas. In all geographic areas, except central 
urban areas, the percentage of M+C enrollees is less than the percentage of Medicare 
beneficiaries. Thus, a larger proportion of the Medicare population in the city 
chooses to enroll in managed care than in all other geographic areas. This occurs 
because of a combination of interrelated factors, such as availability of M+C plans 
and plan benefits. 

As shown in Figure 4, access to M+C plans is much greater in urban areas than 
in rural areas. Only about 8% of beneficiaries in central urban areas lack access to 
M+C plans. Among the 92% of Medicare beneficiaries with access to such plans, 
40% have a choice of at least five different plans and another 40% have a choice of 
two to four plans. By contrast, Medicare beneficiaries living in rural areas rarely 
have even a single plan available to them, leaving most of these beneficiaries (about 
94%) with no access to plans. Among the beneficiaries in these areas who have 
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access to Medicare managed care, about 2% have a choice of two to four plans and 
4% have access to only one plan. 



Figure 3. Percent of Medicare Beneficiaries and Medicare+Choice 
Enrollees in Urban and Rural Locations, 2003 

percent of beneficiaries 

70% -i 




Central Urban Other Urban Urban/Rural Fringe Other Rural 



Source: Prepared by CRS based on CMS data. 
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Figure 4. Percent Variation in Number of Medicare+Choice Plans 
Available to Medicare Beneficiaries in Urban and Rural Locations, 

January 2003 




Source: Prepared by CRS based on CMS data from Medicare compare database. 
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Figure 5. Percent of Medicare Beneficiaries Enrolled in Medicare+Choice, by State, March 2003 






18 Massachusetts 

34 Rhode Island 
6 Connecticut 
3 New Jersey 
0 Delaware 
0 Maryland 
0 \P0 District of Columbia 

A 
1 




□ Greater than 10 percent (16) 


D 2 to 10 percent 


(13) 


n Less than 2 percent 


(22) 



Source: Prepared by CRS based on Medicare Managed Care Contract Reports, March 2003. 
Note: State numbers represent percents. 
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Regional and Geographic Variations in Enrollment 

In addition to rural and urban variations, enrollment patterns also vary on a 
regional basis. M+C enrollment is much higher in western and southwestern states, 
as shown in Figure 5. Approximately 30% of the beneficiaries in Arizona, 33% of 
the beneficiaries in California, and 28% of the beneficiaries in Oregon are in M+C 
plans. The highest levels of enrollment in the eastern states are in Rhode Island 
(34%), Florida (19%), Pennsylvania (23%) and Massachusetts (18%). In contrast, 
22 states have no (or marginal) plan enrollment, and an additional 13 states have 
between 2% and 10% of their Medicare beneficiaries enrolled in an M+C plan, which 
is lower than the U.S. average enrollment of 12% of beneficiaries. 

M+C enrollees are far more concentrated geographically than Medicare 
beneficiaries as a whole. In fact, four states account for over half of all M+C 
enrollment: California, Florida, Pennsylvania, and New York. These four states, 
alone, account for 59% of all M+C enrollees, but they are home to only 30% of all 
Medicare beneficiaries. Table 4 compares the percent of M+C enrollment to the 
percent of the total Medicare population for each of these four states. 

Table 4. Percent of Medicare+Choice Enrollees and Medicare 
Population Residing in Four States, March 2003 



State 


Percent of total 
M+C 

enrollment 


Percent of total 
Medicare 
population 


California 


28% 


10% 


Florida 


12% 


7% 


Pennsylvania 


10% 


5% 


New York 


9% 


7% 


Total 


59% 


30% 



Source: Prepared by CRS, based on CMS, Managed Care Contract Reports , March 2003. 
(Numbers may not add, due to rounding). 

Contracts by Plan Model 

In addition to regional and geographic variation, M+C plans also vary by 
contract model and plan ownership. M+C contract models include independent 
practice associations (IPAs), group models, and staff models. Plan ownership can 
either be for profit or nonprofit. Table 5 displays the distribution of M+C plans by 
plan contract model and type of ownership. 

The majority of M+C contracts are for IPAs models. An IPA is a managed care 
organization that contracts with physicians in solo practice or with associations of 
physicians that, in turn, contract with their member physicians to provide health care 
services. Many physicians in IPAs have a significant number of patients who are not 
IPA enrollees. Group model managed care organizations contract with one or more 
group practices of physicians to provide health care services, and each group 
primarily treats the plan’ s members. Staff model managed care organizations employ 
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health providers, such as physicians and nurses, directly. The providers are 
employees of the plan and deal exclusively with their enrollees. The great majority 
of M+C contracts are with for-profit organizations. As of March 2003, 66% of 
contractors were with for-profit entities. 

Table 5. Medicare+Choice Contracts by Plan Model, 2003 





Number of 
contracts 


Percent of 
contracts 


Number of 
enrollees 


Percent of 
enrollees 


Model 


IPA 


76 


54 


2,585,090 


57 


Group 


55 


39 


1,482,730 


33 


Staff 


11 


8 


474,595 


10 


Ownership 


Profit 


96 


66 


2,635,306 


57 


Non Profit 


49 


34 


1,960,335 


43 



Source: Prepared by CRS, based on CMS, Medicare Managed Care Contract Report, March 2003. 



Rules for Enrollment in M+C Plans 

Medicare beneficiaries are eligible to enroll in any M+C plan that serves their 
area, with the following restrictions: 1) beneficiaries must be entitled to benefits 
under Part A of Medicare and enrolled in Part B of Medicare, and 2) beneficiaries 
who qualify for Medicare solely on the basis of end state renal disease (ESRD) may 
not enroll in an M+C plan. Two exceptions apply to individuals with ESRD: 1) a 
beneficiary enrolled in an M+C plan who later develops ESRD may continue to 
remain enrolled in that plan, and 2) if a plan terminates its contract or reduces its 
service area (for an enrollee this is referred to as an involuntary termination), ESRD 
enrollees may enroll in another M+C plan. The second exception is retroactive for 
an involuntary termination occurring on or after December 31, 1998. 

In general, M+C organizations are required to enroll eligible individuals during 
election periods, and they cannot deny enrollment on the basis of health status-related 
factors. These factors include health status, medical condition (including both 
physical and mental illnesses), claims experience, receipt of health care, medical 
history, genetic information, evidence of insurability (including conditions arising out 
of acts of domestic violence) and disability. However, an organization may deny 
enrollment if it has reached the limits of its capacity. Organizations may only 
terminate an enrollee ’s election for failure to pay premiums on a timely basis, 
disruptive behavior, or because the plan ends for all M+C enrollees. 

The Secretary is authorized to collect a user fee from each M+C organization 
for use in carrying out enrollment information dissemination activities for the 
program as well as the health insurance and counseling assistance program. The fee 
is based on the ratio of the organization’s number of Medicare enrollees to the total 
number of Medicare beneficiaries. 
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Through 2004, 5 individuals are able to make and change election to an M+C 
plan on an ongoing basis. Beginning in 2005, elections and changes to elections will 
be available on a more limited basis. 6 Individuals will be able to make or change 
elections each November, during the annual coordinated election period. In addition, 
current Medicare beneficiaries may also change their election at any time during the 
first 6 months of 2005 (or first 3 months of any subsequent year). Although 
individuals are limited to only one change during this 6 (or 3) month period, this limit 
does not apply to either changes made during the annual coordinated election period 
in November or to special enrollment periods. Special enrollment periods are 
provided for limited situations such as an enrollee who changes place of residence. 
For newly eligible aged beneficiaries, their 6 (or 3) month period for making 
elections or changes to election begins once the individual is eligible for an M+C 
plan. Special election periods also apply to newly eligible aged (not disabled) 
Medicare beneficiaries. BIPA required that beginning in June 2001 requests to enroll 
or disenroll in an M+C plan are effective on the first day of the next calendar month. 
(Prior to the passage of BIPA, requests to enroll or disenroll in an M+C plan made 
after the 10 th of the month were not effective until the first day of the second calendar 
month thereafter.) 

Furthermore, beneficiaries enrolled in an M+C plan that terminates its contract 
with Medicare are guaranteed access to certain Medicare supplemental insurance 
policies (i.e., “Medigap” policies) within either 63 days from the date: 1) they 
receive notice from their M+C organization that their plan is leaving the program; or 
2) coverage is terminated. A plan leaving a portion of its service area may offer 
enrollees the option of continuing enrollment in the plan, only if there is no other 
M+C plan offered in the affected area at that time. However, the plan may require 
the enrollee to obtain all basic (except for emergency or urgently needed care) 
services exclusively at the facilities designated by the organization within the plan’s 
service area. 

A further protection made available with the passage of BIPA extended the 
period for Medigap enrollment for M+C enrollees affected by termination of 
coverage during their “trial period.” (The trial period allows individuals to try out 
Medicare managed care for 12 months, while still guaranteeing them access to a 
Medigap plan if they chose to return to Medicare fee-for- service). For individuals 
enrolled in an M+C plan during their initial 12-month trial period, their trial period 
begins again if they re-enrolled in another M+C plan because of an involuntary 
termination. During this new trial period, they retain their rights to enroll in a 
Medigap policy; however the total time for a trial period cannot exceed 2 years from 
the time they first enrolled in an M+C plan. 



5 Prior to the passage of the Public Health Security and Bioterrorism Preparedness and 
Response Act (P.L. 107-188), individuals were only able to make and change elections on 
an ongoing basis through 2002. 

6 Institutionalized beneficiaries will continue to have access to ongoing open enrollment for 
purposes of enrolling in an M+C plan or changing from one M+C plan to another. 




